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1.1	Background to the Problem
This chapter presents background, statement of the problem, main objective of the study and justification of the study on impact of Iringa Hope Joint SACCOS Enterprise Ltd on household’s welfare in Iringa region. The enterprise is organized in partnership with Iringa Hope US, ELCT Iringa Diocese and the University of Iringa. It works to make the availability of financial services in the rural and urban SACCOS. The enterprise serves communities in the following districts of Iringa and Njombe regions: Iringa rural, Kilolo, Iringa Municipality, Mufindi as well as some parts of Wanging’ombe and Njombe. According to the Tanzania census report of (2012) the two regions have a total population of over 1.5 million people and an average of 74 percent of the area is suitable for agricultural activities. 

According to the Iringa Hope Joint SACCOS Enterprise Ltd Status Report (2016) the entity is responsible for: providing ongoing training and education, monitoring, legal and governance assistance and oversight of the primary local SACCOS being formed through microfinance Institute of the University of Iringa. The Institute also works closely and collaboratively with Iringa Hope USA which mobilizes finances to fund SACCOS through capital requirements as per Cooperative act requirements. The Iringa Hope Joint SACCOS Enterprise Ltd (IHJS) was founded and registered in February, 2012 as an umbrella organization and it serves as central bank for primary local SACCOS which benefit by seeking membership with IHJS and which access to capital, auditing, management services and capacity building (IHJS report, 2014). The Iringa Hope Joint SACCOS Enterprise is 100 percent owned and operated by members (Primary SACCOS). Each SACCOS elects 5-9 board members and may join Iringa Hope Joint SACCOS Enterprise Ltd as Soon as they get their registration. Currently there are 35 full members. The Joint SACCOS is operated by an elected Board which its structure; functioning and geographical coverage of Iringa Hope Joint SACCOS are shown in figures 1.1 and 1.2 below.


Figure 1.1:  Structure and functioning of Iringa Hope Joint SACCOS
Source: IHJS report (2016)


Figure 1.2: Geographic coverage in Iringa region
Source: IHJS report (2016)
Iringa Hope Joint SACCOS Enterprise works to alleviate the extreme poverty from rural and urban areas of Iringa and Njombe regions in Tanzania. Extreme poverty remains one of the developing countries’ greatest economic challenges. Africa is now the world’s second fastest growing region after Asia, but the good economic growth in the continent has not translated into shared prosperity and better livelihoods for the majority. Growth has to be inclusive to be socially and politically sustainable. Less than one adult out of four in Africa have access to an account at a formal financial institution. Broadening access to financial services will mobilize greater household savings, marshal capital for investment, expand the class of entrepreneurs, and enable more people to invest in themselves and their families (AfDB, 2013). 
The Tanzania National Financial Inclusion framework report (2016) and African Development Bank (2016), acknowledge financial inclusion, which formally encompasses all sections of the citizenry, as one of the key drivers of economic growth leading to reduced economic vulnerability for individuals and households, poverty alleviation, and improved quality of life of the people. Furthermore, according to the Tanzania National Council for Financial Inclusion [TNCFI] report (2016), the level of financial inclusion in Tanzania is still low with only 17 percent of adult population had access to bank accounts in 2012. The report further indicates that 72% of MSMEs in Tanzania were dependent on individuals’ own savings generated mainly through informal means. It has been argued that microfinance has a contribution in promoting financial inclusion for inclusive and sustained economic growth performance (Jayasheela, Dinesha, & Hans, 2008 and Khumalo, 2014). According to TNCFI report (2016), the accessibility of financial services in Tanzania is segmented into three major areas, namely: 
i.	Formal: Access to and use of financial services from regulated and registered financial institutions. These include Banks, Mobile Money Providers, Microfinance Institutions and SACCOS 
ii.	Informal: Access to and use of financial services from non-formal financial institutions. These include informal savings and lending groups, Rotation Savings and Credit Associations (ROSCAS) 
iii.	Excluded: Complete lack of access to any financial services
To date agriculture remains the backbone of Tanzania’s economy and the livelihood of majority of its people. A big portion of its population is still involved in agriculture and agri-business and is managing Small and Medium Enterprises (SMEs) in the sector. According to the Agriculture Finance Markets Scoping Survey (AgFiMS) report (2011), out of 519 450 agri-business SMEs, only 168,300 (32 percent of the total) accessed formal financial services, approximately 13 percent were informally served and slightly over 54 percent were totally excluded from any formal or informal financial services. 

It is obvious that Micro, Small and Medium Enterprises (MSMEs) are the engine of economic growth in any developing country with high unemployment rates such as Tanzania. The Micro Small and Medium Enterprises Survey (MSME Survey) report (2010) showed that, 20 percent of the total 3.1 million MSMEs in the country (620,000 MSMEs) were served by formal financial institutions, 12 percent used informal means and the biggest proportion, and nearly 70 percent did not use any financial services. Furthermore, the level of formal financial access in the rural areas was 8.5 percent compared to 23 percent in the urban areas and totally excluded rural population was 60 percent compared to 45 percent in urban areas. Moreover, according to the geospatial census of financial access points conducted in 2012, and based on population census, only 30% of the Tanzanian population lived and transacted within a 5km distance of a financial access points. 72 percent of MSMEs in Tanzania were dependent on an individual’s own savings generated mainly through informal means. Savings were followed by payment services through informal and formal means at 22%. The general observation is that enterprises use very little formal or informal credit and use of insurance services is insignificant. According to FinScope report (2017) based on adult population of 27.86 million in Tanzania, a survey was conducted on sampled population access to credit, financial services uptake, savings, sources of income and education. Findings from the study indicated that 47.30 percent of the population was not borrowers, 27.95 percent were excluded from financial service uptake, 48.01 percent were not saving and majority of the population had their income from three main sub sectors, namely: farming, fishing and informal employment. Of the population studied, Over 75 percent had primary and secondary education.

Certainly, based on the trends of the surveys stated above, there is a need to harness the untapped potential of those individuals and businesses currently excluded from the formal financial sector or underserved, and enable them to develop their capacity, strengthen their human and physical capital, engage in income-generating activities, and manage risks associated with their livelihoods (AfDB, 2013). “Improved financial services are needed most in Africa’s poorest economies and countries emerging from conflict. Microfinance is a critical tool in the fight against poverty and an important part of IFC’s effort to support the development of a vibrant private sector in the region.” This is according to Thierry Tanoh, IFC Vice President, Sub-Saharan Africa (2011).

According to Tanzania Cooperative Development Policy (2002), Cooperative Societies Act (2003) and Cooperative Society Rules (2004) Savings and Credit Cooperatives society (SACCOs) is defined as a group of people who work together voluntarily to meet their common economic, social, and cultural needs through a jointly owned and democratically controlled enterprise. Co-operatives are based on the values of self-help, self-responsibility, democracy, equality and solidarity. Co-operative members believe in honesty, openness, social responsibility and caring for others. SACCOs in many places channels savings in a form of loans, and provides saving opportunities for the members in a sustainable manner. 

Bwana and Mwakujonga (2013) urged that SACCOS are predominant form of external financing for small and micro enterprises in most of the developing countries and their role towards developing these small enterprises is increasing rapidly. In Kenya for instance, SACCOS have been noted to contribute over 45% of GDP, and it is estimated that at least one out of every two Kenyans directly or indirectly derives his /her livelihood from these kinds of cooperative movements. In Tanzania cooperatives (including SACCOS) through financing of SMEs contributes about 40% to the country’s GDP and employs 94.7% of school leavers every year, majority of these SMEs in rural areas depends on co-operative movements for external financing. 

In both countries SACCOS’ importance has been caused by growth of the private sector; which hugely demands external financial resources. SACCOS in the two countries have more or less similar constraints including: lack of well-trained officials and proper administrative framework, bureaucracy, inability to raise vast financial resources and many others.  On the other hand Magali (2013) conducted a study from 37 rural SACCOS in Morogoro, Dodoma and Kilimanjaro regions in Tanzania to assess the influence of credits risk management on rural SACCOS’ profitability. The study found out that 70% of rural SACCOS were making loss because they lacked effective credits risk mitigation techniques. The study further revealed that the credit risk management significantly influenced the profitability of rural the SACCOS. 
Hezron and Muturi (2015) assessed the effects of internal factors on performance of SACCOs in Kenya. The study determined the effect of managerial abilities, technology on performance of SACCOs and find out the effect of internal capital on performance of SACCOs in Kenya.  From the findings the study established that with borrowed capital, SACCOs were able to increase their loan portfolios and researchers further established that SACCOs in Kenya invested in IT to achieve sustainable competitive advantage over rivalry; the management therefore should put funds in areas where investment is not liquid leading to good performance. On maximizing wealth of SACCOS Olando, Jagongo, and Mbewa, (2013) urge that growth of SACCOs wealth depended on loan management, institutional strengths, compliance of bylaws, income from investment and innovativeness of SACCO Products. 

1.2 	Statement of the Problem
University of Iringa and other partners supported the development of a network known as Iringa Hope Joint SACCOS (IHJS) Enterprise Ltd with 35 rural and urban SACCOS supporting small-holder farmers and small and medium enterprises throughout the region. The IHJS first mission is to promote and facilitate the formation of new micro-loan funds (SACCOS) in selected villages. The second mission is to provide support and training to village SACCOS officers and members. The training includes orientation for new members and multi-day training sessions for officers twice a year. Furthermore, IHJS has been supporting members (members) with small loans since 2010 and is currently working in 37 villages. Almost all these village SACCOS who are members of IHJS are making loans. Loans are made for income generating activities primarily for farming and lesser extend in raising livestock and small/medium businesses.

As IHJS is being continuously operationalized, many loans’ beneficiaries started income generating activities from the program area that needs financial services.  With 35 SACCOS, IHJS outreach services remains limited and would like to upscale to cover at least 55 SACCOs in the next five years. IHJS believes that this would only take place following a study to establish whether the enterprise was succeeding or making failure in the current operations in 35 SACCOS. Therefore, this study sought to find out living conditions on IHJS’ services beneficiaries and how these services impact to improve lives of households’ welfare in Iringa region.

1.3 	Objective of the Study
The main objective of the study was to assess the impact of Iringa Hope Joint SACCOS (IHJS) programme on household welfare in Iringa region in Tanzania.  The specific objectives were to: 
i.	Examine the contributions of small loans made by Iringa Hope Joint SACCOS towards improving households welfare in Iringa region 
ii.	Explore the role of regular savings deposits made by households towards accessing loans from Iringa Hope Joint SACCOS and 
iii.	Identify the effects of training/advisory and managerial services provided by Iringa Hope Joint SACCOS towards impact on sustainability of the programme
1.4 	Research Questions 
i.	What are the contributions of small loans made by Iringa Hope Joint SACCOS towards improving households’ welfare in Iringa region? 
ii.	How do regular savings deposits made by households to Iringa Hope Joint SACCOS help in accessing loans? 
iii.	What are the effects of training/advisory and managerial services provided by Iringa Hope Joint SACCOS towards sustainability of the programme? 

1.5	 Justification and scope of the study		
It is critical that the basic principles and implications of the SACCOS operationalization be thoroughly examined and understood in the changing dynamics of internal and external environment of microfinance institutions such as SACCOS. The scope of this research initiative is therefore to: Provide a comprehensive analysis of the financial performance of IHJS and how it is likely to affect the economic gains of its members; Identify potential risks that may affect economic gains of SACCO’s members; and Formulate options to mitigate those risks

1.6	 Limitation of the study




This chapter focuses on the theoretical and empirical literatures about the study.  Fink, (2014) emphasizes that literature review surveys books, academic scholarly articles, and any other sources relevant to a particular topic, area of research, or theory, and by so doing, provides a description, summary, and critical evaluation of these works in relation to the research problem being investigated. The surveys are designed to provide an overview of sources researchers explored while studying a particular topic in order to demonstrate to the readers how the study fits within a larger field of study. 

The purpose of this literature review is to: place each work in the context of its contribution to understanding the research problem being studied, describe the relationship of each work to the others under consideration, identify new ways to interpret prior research, reveal any gaps that exist in the literature, resolve conflicts amongst seemingly contradictory previous studies, identify areas of prior scholarship to prevent duplication of effort, point the way in fulfilling a need for additional research, and locale the research within the context of existing literature  (Ridley, 2012) . In chapter two, various literatures are reviewed and analyzed to establish the contributions therein as well as getting backup literature related to the of IHJS in improving household welfare.  The review was based on the outline below: 
i.	The concepts and theoretical review on Microfinance 




2.2	 The concept of Microfinance
According to Copestake et al, (2015) microfinance is widely used to refer to a relatively recent phenomenon whereby among its iconic champions became bank in 1983, Bancosol in 1992 and K-Rep in 1999. However, Microfinance is defined as the provision of financial services for the poor segment of the society. It refers generally to such informal and formal arrangements of financial service provision that serves as a way to fix credit markets and unleash the productive capacities of poor people dependent on self-employment. It is urged that microfinance has existed, although mostly in the shadows and unseen by casual observers, since the rise of formal financial systems, and indeed probably predates them. The services offered range from savings, transfers, insurance and credit. Microfinance has a number of products which are tailored to the demographics, financial relationships and needs of the poor, it entails the: use of collateral substitutes, focuses to demographic segments such as youths and women clients, its main characteristic is to work and provide services to poor and requires their participation. Microfinance services are delivered by many types of institutions such as commercial banks, development banks, postal banks, MFI banks, cooperatives, rural banks, NGOs, insurance companies, transfer payment companies, money lenders and informal groups (Reserve Bank of Fiji, 2009; Brau & Woller, 2004). 
2.3 	History and Evolution of Microfinance
According to World Council of Credit Unions, Inc. (WOCCU) (2003) savings and credit groups that have operated for centuries include the "susus" of Ghana, "chit funds" in India, "tandas" in Mexico, "arisan" in Indonesia, "cheetu" in Sri Lanka, "tontines" in West Africa, and "pasanaku" in Bolivia, as well as numerous savings clubs and burial societies found all over the world. The report by the Reserve Bank of Fiji (2009) has urged that, informal savings and credit groups have operated for centuries across the developing world. The report illustrates that in 1462 an Italian monk created the first official pawn shop to counter usury practices and in 1515, Pope Leon X authorized pawn shops to charge interest to cover operational costs. The report articulates further that, in the 18th century, an Irish loan fund system provided small loans to poor farmers who had no collateral and financial services at its peak covered 20 percent of all Irish households annually.

The report narrates further that from 1865, the cooperative movement expanded rapidly within Germany and other European countries, North America and later to other developing countries. In 1895 Indonesian People’s Credit Banks became the largest microfinance system in Indonesia, with close to 9,000 branches. In the 20th century, rural finance was adapted in South America, it aimed to: modernize the agricultural sector, mobilize “idle” savings, increase investment through credit, and reduce oppressive feudal relations that were enforced through indebtedness. In most cases, these financial institutions for the poor were owned by government agencies and over the years were inefficient and at times were corrupted. From 1950–1970 efforts by governments in developing countries to expand access to agricultural credit using concessional loans for agricultural credit were not successful due to: institutional bankruptcy, poor repayment by customers and higher operational costs (Robinson, 2001). Ditcher (2006) reaffirms that, microfinance has since become a worldwide movement as a development activity to help poor people and small businesses.

2.4	 Micro-credit
The Grameen Bank is a microfinance institution and community development bank that was established in 1976 in Bangladesh. The bank is an outcome of the efforts developed by Professor Muhammad Yunus a Professor of economics from the University of Chittagong. He initiated a research project to study how to design a credit delivery system to make available banking services to the rural poor people. The term “grameen bank” means rural/village bank. The bank was established with a goal to make small loans/micro-credit or “grameencredit” to poor and vulnerable people without requiring collateral or mortgage (Tarozzi, Desai, and Johnson, 2015; Shukran and Rahman, 2011). Shukran and Rahman, (2011) discussed in length about poverty that has negativelly affected people especially in developing countries. They argue that poverty is measured by deprivation of human basic needs which are: shelter, food, clothing, treatment, education, and safe drinking water. Poverty is a state whereby basic needs are absent.Poverty is an income level below some minimum level which is necessary to provide basic needs. The minimum level is also termed as poverty line. Poverty lines tend to vary in both time and place each country has poverty lines that are appropriate to its level of development, societal norms and values. Existance of natural disasters and lack of industrial/manufacturing economy are also described as causes of poverty. Kaka and Abidin, (2014) have described poverty as a deficiency in political, social and economic resources. It is caused by lack of employment, capital to establish businesses to earn income, cultural factor, tradition and religion. 

2.5 	Development of Microfinance
According to Robinson (2001) and Fiji Reserve Bank report (2009) microfinance began as a radical experiment, the brainchild of Bangladeshi economist Mohammed Yunus who transformed from direct micro-credit to become financial systems over a number of decades. In 1970s agricultural credits were provided to majority poor people in rural areas. In 1980s, micro-credits attracted attention from international donors and donor projects were introduced in many developing countries to expand the credit services to projects that supported poor people. By recognizing the importance and roles played by microfinance sector, governments in developing countries intervened for sustainability purposes though the financial institutions could not perform well due to inefficiency. In 2000s private investments, new players in the sector emerged.

This time around they employed new technology that led to more innovation over the sector and in many countries right now the vision is to have inclusive financial systems that will complement initiatives of other financial institutions like banks to provide financial services to all people in developing countries (Fiji Reserve Bank, 2009). Matin, Hulme, and Rutherford (2002) reviewed achievements of microfinance revolution and found a number of opportunities to improve and innovate the sector and they also noted that, services for the poor are essentially a matter of helping the poor turn their savings into sums large enough to satisfy a wide range of business, consumption, personal, social and asset-building needs (Chirwa, 2002).
2.6 	Theoretical Framework          
Finance is the key driver in the development process. Empirical evidences from scholars and development practitioners have proven that efficient and well-functioning financial systems are crucial as conduits of funds to the most productive uses and in apportioning risks to risk takers, thus enhancing economic growth, developing opportunities and income distribution, and reducing poverty. In many developed and developing countries, improving access and building inclusive financial systems remain the goal that is important to economies at all levels of development (Levine and Dermigüç-Kunt, 2001; Evans et al., 2002). 

The challenge of better access means making financial services available to all, thereby spreading equality of opportunity and tapping the full potential in an economy. The challenge in developing countries has been about enhancing the quality and reach of credit, savings, payments, insurance, and other risk management products in order to facilitate sustained growth and productivity, especially for small and medium scale enterprises. There is still financial exclusion persistence in both high-income and low income, though at deferent levels. Lack of inclusive financial systems; make poor individuals and small enterprises to rely on their personal wealth or internal resources to invest in their development undertakings (Demirgüç-Kunt, 2008). Lack of access of ﬁnance is often the critical mechanism for generating persistent income inequality, as well as slower economic growth. Hence expanding access remains an important challenge across the world, leaving much for governments to do (Beck, Demirgüç-Kunt, and Honohan, 2009).

2.7 	Theories
According to Connell and Kubisch, (1998) a number of theories have been referred to in this study; however, in this study, the theory of change is used as a base. The theory of change approach is always used during the design phase, it increases the likelihood that stakeholders have clearly specified the initiative's intended outcomes, the activities that need to be implemented in order to achieve those outcomes, and the contextual factors that are likely to influence them . Also some theoretical models that incorporate capital market imperfections are used to illustrate how improved access to finance can reduce inequality, promote growth and later, lead to a reduction in poverty (Demirgüç-Kunt, 2008). The following theories reflect some contributions on financial inclusion. 

2.7.1 	The Theory of Change
Theory of Change draws on two streams of development and social programme practice: evaluation and informed social practice. From the evaluation perspective, theory of Change is part of broader programme analysis. In the development field, it also grew out of the tradition of logic planning models such as the logical framework approach developed from the 1970s onwards. The idea of developing informed social practice has a long history; practitioners have often sought tools to attempt to consciously reflect on the underlying theories for development practice. Theories of Change are increasingly mandatory for implementing agencies to submit to donors in the aid industry (Valters, 2014).

According to Rogers (2014), a theory of change explains how activities are understood to produce a series of results that contribute to achieving the final intended impacts.  Theory of change can be developed for any level of intervention such as, an event, a project, a programme, a policy, a strategy or an organization. A theory of change is developed for an intervention where: 
i.	objectives and activities can be identified and tightly planned beforehand, or/and
ii.	changes and adapts in response to emerging issues and to decisions made by partners and other stakeholders
Normally, this theory is used for strategic planning or programme/policy planning to identify the current situation, the intended situation and what needs to be done to move from one to the other. Also theory of change it is used as a building block for impact evaluations and is used in some form in every impact evaluation. It is useful when the intention is to learn from an impact evaluation conducted at one site and then apply these lessons to another site (Connell and Kubisch, 1998).A theory of change should begin with a good situation analysis by identifying: the problem that the intervention seeks to address; the causes and consequences of the problem; and the opportunities, for example, synergies with other initiatives, or existing resources that can be leveraged or strengthened. 

According to Pomeranz (2011) and the World Bank (2011), the purpose of every impact evaluation is to demonstrate a causal-effect relationship i.e. to focus on controlling and measuring the inputs and immediate outputs of a program/policy in order to understand its impact on some selected variables of interest, however, the difficulty faced of measuring the impact is that it is only possible to observe what happened, not what would have occurred without the programme. This made-up situation, what would have happened without the program, is called the counterfactual and is key to understanding impact of program. A counterfactual approach for impact evaluation normally its estimate is represented by a group called the control group or comparison group. 

 2.7.2	The Role of Access to Finance
According to Demirgüç-Kunt (2008), modern development theory has extensively researched on evolution of growth, relative income inequalities, and their persistence in uniﬁed models. In many of these models, ﬁnancial market’s imperfections play a central role by inﬂuencing key decisions regarding human and physical capital accumulation and business choices. Theories stressing on capital accumulation for instance, ﬁnancial market imperfections determine the extent to which the poor can borrow to invest in capacity building or physical capital (Demirgüç-Kunt and Levine, 2009). Other theories stressing entrepreneurship, ﬁnancial market imperfections determine the extent to which talented but poor individuals can raise external funds to start projects (King and Levine, 1993). 

Finance inﬂuences not only the efficiency of resource allocation throughout the economy but also the comparative economic opportunities of individuals from relatively rich or poor households. At the early stages of economic development it would inevitably be accompanied by inequality and concentrations of wealth (Mariusz and Katarzyna, 2016). Mariusz and Katarzyna, (2016) further argues that rich people’s marginal propensity to save is higher than that of the poor, theoreticians have argued that the need to ﬁnance large, indivisible investment projects in the process of development implied that rapid growth would need wealth concentration, leading to a fundamental trade-off between growth and social justice. This means that, inequality would increase in the early stages of development until the beneﬁts of growth spread throughout the economy. Some of the earlier empirical evidence from the European Union and other developed countries supported this hypothesis (European Central Bank, 2017). 

However, evidence from developing countries was not so supportive. According to Bist and Read (2018) urged that, the flow of credit to the private sector is very low in developing countries of the world and as a result, one of the important policy implications of this study is that policy-makers in developing countries should give more emphasis on the policies that provide a favorable environment for private sector to grow. Certainly, this has been the main policy conclusion drawn by many readers in financial theories. Furthermore, this is supported by Demirgüç-Kunt and Levine (2007) who have argued that, these tensions vanish when focusing on ﬁnancial sector reforms. In addition the positive effect of financial development on economic growth is supported by King and Levine (1993), Odhiambo (2007) and Al-Naif (2012).

2.7.3 	Evaluating Impact of Access to Finance for Households
According to Beck, Demirgüç-Kunt, and Honohan, (2009) economic growth is considered vital for reducing poverty and can be expected to lift the welfare of most households over a long term. Finance helps reduce poverty indirectly by fostering economic growth. Evidence suggests that, overall; ﬁnancial development is not only pro-growth, but also pro-poor. There is econometric evidence that ﬁnancial development disproportionately boosts the income growth of the lowest income quintile and reduces the share of people living on less than a dollar per day. In addition,  Demirgüç Kunt (2008) and Ghalib and Hailu (2008) stated about little systematic information on who is served by the ﬁnancial sector in developing countries, which ﬁnancial institutions or services are the most effective at supporting access for poor households and small enterprises, or what practical and policy barriers there may be to the expansion of access. Better data are needed to advance research on ﬁnancial inclusion, and signiﬁcant efforts have recently been made in this direction. 

The challenge is to distinguish between voluntary and involuntary exclusion and, among those that are excluded involuntarily, between those that are rejected due to high risk or poor project quality and those that are rejected because of discrimination or high prices, which makes ﬁnancial services or products unaffordable (Conference proceedings, 2007). The conference proceeding paper urges that rejection due to high risk and poor project quality is not necessarily worrisome, rejection due to discrimination and high prices is, particularly if equilibrium prices are too high, excluding large portions of the population. In addition, even if the underlying cost structures are the same in different countries, a given price would lead to greater exclusion in poorer countries. Poor people could be involuntarily excluded due to lack of appropriate products or services; they may need simple transaction accounts rather than checking accounts that entail the risk of incurring severe overdraft charges when the timing of payments and receipts goes wrong. Micro entrepreneurs might be reluctant to take out loans that require them to pledge their personal assets as collateral, a common practice in most developing countries. In contrast, voluntary exclusion could result from lack of awareness of products if ﬁnancial institutions do not target their marketing toward certain groups. Also, individuals can access services indirectly, for example, by using an account that belongs to somebody else in the household. And ﬁnally voluntary exclusion could also result from lack of ﬁnancial literacy (Conference proceedings, 2007). 

In developing countries, banking to un-banked population requires removing both price and non-price barriers to the use of financial services and access to them (Ghalib and Hailu, 2008). Ghalib and Hailu have defined the terms “improve access” to mean making the financial services more affordable and “access” to refer to the supply of services and “use” to be determined by both supply and demand. To measure the inclusiveness of financial services, Gharib and Hailu proposed some measure for inclusive finance to include the following: 
i.	Presence of policy lending that paves way for ensuring that the involuntarily excluded have access to financial services 
ii.	Removal of physical barriers to access and use financial services- e.g. making transactions being carried out at meeting centers in the villages 
iii.	Raising awareness of financial products to benefit service users from the information available
iv.	 Minimizing paperwork and eliminating formalities to encourage potential users of financial services 
v.	Integrate financial services by creating alliances among establishments-micro financing institutions and commercial banks work to provide greater access to financial services by forming synergies.

2.7.4	 Competencies and Capabilities
Competencies and capabilities represent two different but complementary dimensions of an emerging pattern for corporate strategy (Thompson, Jr, Strickland III, and Kramer, 1998). Both concepts emphasize “behavioral” aspects of strategy. Competencies are related to skills, knowledge, and technological know-how that provide special advantage at specific of the value chain, which in combination of with the strategic process that link the chain together, form core capabilities. 

In view of the above, Ungerer and   Uys (2005) are of the view that in order to create conducive and attractive conditions for enhancing a firm’s capability-building process is a central parameter. They further point out on key building blocks that create favorable conditions for the development of organizational capabilities from an intellectual capital perspective to include the following five constructs (Ungerer and   Uys, 2005: pg 7): 
i.	A Strategic Architecture that provides guidance on the strategic intent, focus and boundaries of the organization. 
ii.	An Intellectual Capital Framework that creates a basis for a normative, strategic and operational view to stimulate ideas on how to make intellectual capital a practical reality and to utilize these insights in the development of the organization’s core capabilities. 
iii.	A Core Capability Framework that reflects the content and processes related to the identification, description, evaluation and assumptions associated with the firm’s core capabilities. The Core Capability Framework also facilitates the integration of the concepts “core capabilities” and “intellectual capital”. 
iv.	An Operationalization Framework to leverage core capabilities from an Intellectual Capital perspective in a pragmatic way to realize tangible competitive benefits not only from individual capabilities, but also through the conscious collective use of bundles of capabilities. 
v.	A change enablement process that stimulates knowledge flows between the above key constructs of the conceptual model. This creates the basis for cognitive and emotional leverages to increase the potential of an organization to successfully implement a strategic approach to the management of core capabilities from an Intellectual Capital perspective.

2.8	 Empirical studies  
According to Robinson, (2001) to microfinance remains one of the strategies for poverty alleviation in many developing countries such as Tanzania following the success of the Grameen Bank in Bangladesh. This success in microfinance industry has stormed the developing countries to provide services to poor people by facilitating their participation in the economic market through forming their small businesses. Consequently, the microfinance revolution has enhanced poor people in small enterprises to generate income, enhance their economic growth and improve their households (Chipangura and Kaseke, 2012). Many studies have been conducted throughout developed and developing countries (Beck, 2015). 
This study focuses on impact of microfinance activities in developing countries specifically those in Asia, Africa and Latin America to help establish the impact assessment of Iringa Hope Joint SACCOS Enterprise Ltd on uplifting members’ lives in Iringa region in Tanzania.
2.8.1 	Studies conducted from Latin America, Africa and Asian Countries
By the end of the 20th Century, Gulli and Berger, (1999) conducted a broad study to answer several questions in relation to MFIs programmes and poor people. Based on questions in the study conducted in Latin America which included: Are all entrepreneurs poor? Do all entrepreneurs see a lack of credit as their main constraint? Is poverty reduction the main objective of all microfinance institutions? Does lending methodology affect outreach? Can financially sustainable microfinance institutions (MFIs) reach the poorest of the poor? Do MFIs only reach petty traders? Do MFIs reach poor and remote areas?  The study revealed that many micro entrepreneurs in Latin America were not poor, and many microfinance institutions lend mainly to non-poor clients. The microfinance industry consisted of various market niches, with different services and varied objectives, and this diversity was necessary for achieving poverty reduction overall. 
Conversely, Montgomery and Weiss (2005) asserted that several studies had raised doubts about the effectiveness of MFIs in reaching the ‘core poor’ in Asia and Latin America. Former studies had been carried out more rigorously, but in both regions the evidence that microfinance was reaching the core poor was very limited. Asia had much to learn from Latin America in terms of developing a vibrant and commercially oriented MFI sector. The Latin America’s MFI sector had often been seen as a vehicle for the development of the micro-enterprise sector rather than as a tool for the removal of core poverty, which was its initial focus in much of Asia. Ferka (2011) studied the impact of Microfinance Institution on the livelihoods of women in the Jaman South District, one of the deprived districts in the Brong Ahafo Region in Ghana. Using a case study approach, findings from the study showed that, MFIs had contributed to large extend an increased access to credit and savings mobilization. This helped women’s ability to improve their petty trading, income growth, and subsequently led to good health and education for their families, acquisition of assets and taking part in household decision making.

Nawaz (2010) in Bangladesh evaluated the competing claims on the impact of microfinance programs on multidimensional poverty and evidenced in a moderate reduction in the poverty of borrowers, as measured by a variety of socio-economic indicators, but had not reached many of the poorest in the village.  In the same way, Javid and Abrar, (2015) conducted a study on  the role of microfinance institutions (MFIs) to reduce poverty by reaching the poor, enhancing  financial sustainability and reaching women for 382 MFIs’ operating in seventy countries located in six regions of the world from 2005 to 2011. 

The determinants of outreach (depth and breadth) and its cost (lending interest rate), women outreach and financial sustainability were examined. Findings showed that as depth of outreach was inversely related with the cost of outreach and positively with sustainability. However, breadth of outreach had significant positive relation with cost of outreach and sustainability. Other factors like MFI size, capital structure, risk, regulation, group lending were significant contributors of outreach generally in all regions. The financial sustainability was positively related to interest rate and negatively to average loan size. As the group lending, rural market, capital structure, risk and financial sustainability, MFI size, population density had positive impact on women outreach. This analysis indicated that most of the regions: Africa, South Asia, East Asia, Latin America, and Middle East; the breadth, depth, cost of outreach and women outreach was higher compare to base region Eastern Europe.

In Liberia, Dorley (2014) researched to understand the contribution of the Microfinance impact on poverty alleviation in Montserrado County in Liberia using Access Bank Liberia Limited as a case study. The research findings indicated that microfinance had a positive impact on poverty alleviation on the destitute poor of Montserrado County, particularly Liberian who lacked access to formal financial institutions. Furthermore, operations had a positive impact on job creation, clients’ income and savings. A study conducted in Pakistan by Noreen,  Imran, Zaheer, and Saif, (2011) on the same aspect of impact of microfinance results revealed a positive and significant effect of microfinance programs on children education and household expenditure, whereas, there was no significant impact of microfinance on housing conditions, consumption of food items and ownership of household assets.

2.8.2 	MFI Managerial competency
Martina, Hana and Jiří (2012), described competency as a commonly used term for people’s asserting of their working potential in real activities. There are two main meanings on which individual definitions of competency are generally based. The first definition characterizes competency as a power and a scope of authority associated with a certain person or body. The second definition of competency refers to the capacity, i.e. abilities to perform a certain activity, to have certain general and specific characteristics and skills, to be qualified in the given area. It is a set of specific knowledge, abilities, skills, traits, motives, attitudes and values essential for the personal development and successful participation of each person in an organization. This implies that behaviour necessary for achieving the required level of performance. It proposes performance aspect as a competency determined by the level of inputs (knowledge, abilities, skills, traits, motives, attitudes and values) and measured by the analysis of outputs (real behaviour and results). Development researchers, divide competency into three main development phases with the first phase consisting of individual competencies, the second phase being based on the possibility of managing competencies in an organization by means of competency models and the third phase being on identification of core competencies, a sum of organization key organizational competencies that may be exploited to gain competitive advantage. 

Ssekakubo, Ndiwalana, and Lwanga (2014) examined the relationship between managerial competency and financial performance of Savings, Credit and Cooperative Societies in Uganda. The study showed that there was a positive relationship between managerial competency and financial performance (r =0 .610, p< .01) and corporate governance and managerial competence only explain 39% (R square= .392) of the variance in the financial performance of the Savings, Credit and Cooperative Societies in Uganda. Conversely, Kosgei (2014) studied on the effects of corporate governance on Microfinance Institutions financial sustainability in Kenya over a period of eleven years from 2000-2011 and findings revealed that, the average board size was 8 members with 10% of the institutions having the CEO double up as the chairman.40% of the institutions surveyed had a female CEO. The findings confirmed that board size was significant in affecting financial sustainability at 99% confidence level (t values=2.79), CEO gender was significant at 99% confidence level (t values=2.487), CEO duality was significant at 95% confidence level (t values= 7.69) and board composition significant at 99% confidence level (t values=-2.57). 

2.8.3 	Interest rates
According to Kariuki and Ngahu (2016) interest rates are the primary drivers of financial institutions’ financial performance. There are many reported cases of failures to pay in loan repayment among microfinance institutions in developing countries. The study conducted in Kenya examined the effect of interest rates on loan performance of MFIs in Naivasha Sub-County and the study revealed that, default risk premium and liquidity risk premium negatively affected loan performance. Interest rates were found to substantially influence loan performance. Mitra (2009) has argued that in the initial stages of development, microfinance activities are perceived to be done with a service agenda. However, as the micro finance institutions (MFIs) began to mature, they start facing performance dilemma, and focus gradually shifted towards profitability. In order to improve profitability of MFI, interest rate on loan must be kept at a very high level and additional costs in the form of margin money, compulsory savings and insurance premium are being imposed to borrowers. 

Considering the potential benefits formal lending could provide, there is a growing interest among policymakers to formulate policies that may help increase the participation of the poor in formal credit markets. However, the high real interest rates financial institutions charge to micro and small enterprises has been one of the biggest setbacks because affect the probability that financing spurs growth (Cotler and Almazan, 2010). In some countries, microfinance institutions (MFIs) have been successful in providing credit to millions of low-income borrowers in groups previously excluded from formal financial services, but they often charge interest rates that many claims are excessive. Study on interest rates and their determinants in Latin America and Caribbean in order to understand how these rates might be lowered has generalized findings that indicated that improved operational efficiency—as a key driver of lower rates—comes primarily from five sources: competition, reinvestment of profits, learning by doing, pressure from donors and investors on MFIs to be socially responsible, and the absence of interest rate caps (Campion, Ekka and Wenner, 2010).

2.8.4	 Innovation
Rural financial markets and institutions have an important role in resource allocation and economic development. Mainly they function to mobilize rural resources and channel to efficient investors. Financial services, such as credit services to rural households and to microenterprises in the urban and the rural areas, facilitate economy growth in most of the developing countries. 

The financial functions help in the creation of jobs for the low-income population, bridge the income gap, raise domestic spending, and help advance social justice and social harmony (Asian Development Bank, 2014). Lariviere and Martin (1998) identified five categories of innovations in the area of rural microfinance. 
The categories of innovations are listed and defined as follows: technological innovations, product innovations, strategic innovations, institutional arrangement innovations and donor-incentive innovations. Technological innovations refer to improved technologies used in delivering financial services. Product innovations refer to the financial services offered to individuals and groups. Strategic innovations refer to strategies followed by MFIs to develop their clientele. Institutional arrangement innovations refer to changing legal status and the institutional arrangements to improve MFI performance. Donor incentive innovations refer to those mechanisms that are available to donors to improve the performance of MFIs. 

Mersland and Strøm (2012) regarded microfinance industry to have signs of innovations in its take-off phase. The characteristic aspects of the microfinance innovations were developed in the 1970s and 1980s; which thirty years later caused the industry to experience a phenomenal growth rate, and it has diffused to most developing countries in the world. According to Evidence and Lessons from Latin America' (ELLA) report (2018), rural areas in Latin America are in need of financial services for all types of economic activities, and these services require to encompass more than credit. Latin America has shown that this is possible with proper risk management and other important practices mentioned above. While reducing transaction costs benefits all actors, innovation is essential for expanding outreach and achieving sustainability in rural microfinance. Innovation needs to be understood as development in technologies, services and products. From various studies conducted, ELLA (2018) shares lessons learned that help to improve profitability and sustainability of MFIs, they are as follows: 
i.	Differences between urban and rural credit technology emphasize the role of loan officers who can establish the kinds of client relationships that help build confidence and generate operational efficiency. 
ii.	In rural areas, it is recommended that loan officers have knowledge on agronomy and other rural economic activities. 
iii.	Other differences to be expected are fewer repayments scheduled, larger loan sizes and lower interest rates to avoid adverse selection. 
iv.	Latin American experience shows that, within a microfinance context where small institutions largely dominate, larger institutions are able to diversify risks, offer a wider range of products, obtain better efficiency ratios and charge lower lending interest rates. 
v.	Economies of scale and scope achieved by these institutions allow for better diversification of risk so that agricultural lending can be amplified. 
vi.	This likely indicates that prioritizing growth and the diversification of institutions should be an important task for governments and donors providing support for the sector.

Another report of ELLA (2013) had pointed out on key lessons on the specific policies whose requirements varied from country to country. These Unique features from Latin America contributed to evolutionalize microfinance industry. The features comprised a set of good regulatory practices that included: minimum capital requirements; strict standards for related-party lending; increased access for MFIs to engage in more complex or risky operations subject to fulfilling more demanding requirements; ensuring adequate scale for efficiency; and promoting competition. Furthermore, strategies implemented in Latin America showed that capital investments in technology were essential in order to reduce risks, but needed to be matched with proper organizational innovations that involved personnel management. 

2.9	 Empirical studies in Tanzania
 Churk (2015) examined the contribution of Savings and Credit Co-operative Societies (SACCOS) on promoting rural livelihood in Makungu ward, Mufindi district. The researcher used a case study of Muvikima SACCOS in understanding its contributions in promoting rural livelihood. In this study he used mixed research method both quantitative and qualitative approach. Findings from the study revealed that, SACCOS had played minimal role towards promoting rural livelihoods in the study area, the feature that made poverty situation to persist to the community members. Majority of SACCOS members failed to repay back the loan due to high dependency on agriculture sector which is not promising as depends on rainfall variability and it is seasonal. These findings revealed partial involvement of SACCOS members in planning and decision making, the situation which led to inadequate management of the Muvikima SACCOS in Mufindi district.  

Another study assessed small loans’ contributions to women economic empowerment in relation to their current socio-economic activities they engage in and also determined the relationship between credits offered by FINCA and the empowerment attained by women entrepreneurs receiving such credits. The sample was collected from women entrepreneurs obtaining loans from FINCA offices in Kinondoni district where about 50 questionnaires were administered and also from management staffs whereas data were collected through interview. The study’s findings revealed that the loans given by FINCA had impact in women entrepreneur’s lives as agreed by 98% respondents as it enabled them to grow their businesses. Also other areas of impact included improvement in access to financial capital, health, diet, community respect and self-esteem as well as education which all together contributes to empowerment as agreed by a total of 64% respondents. The positive Pearson correlation of 0.648 was obtained between credits offered by FINCA and women economic empowerment which indicates large strength between the variables with coefficient of determination of 0.42 (Simba, 2013).

Furthermore, an assessment on impacts of the rural SACCOS’ loans on borrowers in Tanzania where 431 borrowers from 37 rural SACCOS was conducted in Morogoro, Dodoma and Kilimanjaro regions. The assessment results noted that 73.5% of the rural SACCOS’ borrowers in Tanzania (P<0.01) realized the improvement of their livelihood on education and health, physical assets, crop yields and business capital. The study also registered the increase of 50% to 200% of minimum and maximum value of the impacts variables after taking loans and the study noted that the high impacts of loans and low default rate for borrowers were positively related (Magali, J.J 2013). Garabi and Mwakaje (2013) investigated the impact of microfinance on agricultural productivity by smallholder farmers in Iramba District, Singida region.  A total of 98 respondents were selected randomly from credit beneficiaries (CB) and noncredit beneficiaries (NCB). The study revealed that, CB realized high agricultural productivity compared to the NCB respondents. This is partly caused by better position in accessing markets for agricultural commodities, use of inputs and adoption of improved farming technologies. However, lack of information, inadequate credit supply, high interest rates and defaulting hindered access to credit by some smallholder farmers.

A study carried by Anyelwisye (2007) found that micro credits have impacted the activities and lives of beneficiaries in  Dodoma Rural and Kongwa districts both from Dodoma in several positive ways as follows such as owning valuable assets, household expenditure on basic needs, incomes from farm and off-farm activities, and house ownership, toilets and utilities.  However, the most prominent barriers faced by many smallholder farmers in Tanzania to join SACCOS in the study areas were mentioned as low income of household, lack of knowledge, being tied to other financial institutions and constitutional problems. Similarly Haji (2013) found MFIs to change the life of poor people in a positive way, however, barriers like grace period for loan repayment, loan deposit (loan security) and MFIs coverage were noted to be limiting factors for poor people to access the MFI services.   

Jeje (2015) shows the significant contribution of both product development and market development on outreach performance. SACCOs need to design growth strategies which suit the needs of their clients and their characteristics. Conversely, Maleko, Liheta, Aikaruwa, Lukas, and Sumari, (2013) studied the participation of women in SACCOS with major focus on membership, governance and management and found that male dominated at all levels – ownership/ membership, governance, and management while women lacked awareness and understanding of SACCOS. 
Qin and Ndiege (2013) examined the role of Savings and Credits Cooperative Societies (SACCOS) in spurring economic growth of Tanzania by answering two main questions. First, are financial services in SACCOS significant factors for economic growth? Second, are financial services in SACCOS causing economic growth? The findings showed that, there were strong positive association between the financial services and the economic growth; also there were two-ways Granger causality between them. However, they found out that savings are much important in fostering economic growth as compared to credits/loans. 
Magali (2013) emphasized the influence of credits risk management on rural SACCOS’ profitability. In his study in Morogoro, he found out that 70 percent of rural SACCOS were making loss because they lacked effective credits risk mitigation techniques. He also noted the maximum and average loss of 315 and 5 million Tshs respectively. Finally, Makorere (2014) examined factors affecting loan repayment behaviour in Tanzania. Results showed that the uttermost factors like interest rate, grace period, profitability, moral hazard, electricity rationing, and economic stability had strong effects in stimulating loan repayment behavior in Tanzania.

2.10	Conceptual framework
The conceptual framework includes key concepts and variables that explain the relationships between the variables and concepts under investigation. The classical Ricardian theory of production and growth has related the effect of access to credit on savings (the capital in this case) and the level of savings as an important determinant of the overall level of investment in an economy which is directly linked to growth both at household level and national level.  It argues that accumulation and productive investment of a part of the social surplus in the form of profits are seen as the main driving force, consequently, changes in the rate of profit were a decisive reference point for analysis of the long-term evolution of the economy (Harris, 2007). Furthermore, Ssekakubo, Ndiwalana, and Lwanga (2014) examined the relationship between managerial competency and financial performance of Savings, Credit and Cooperative Societies in Uganda. The study showed that there was a positive relationship between managerial competency and financial performance.







Figure 2.1 Conceptual framework
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2.10.1	Synthesis and Research Gap
The provision of financial services to poor segment of people in Iringa region through Iringa Hope Joint SACCOS Enterprise Ltd is very important and it functions to help financially disadvantaged people turn their savings into sums larger enough to satisfy a wide range of their businesses, consumption, personal, social, and asset building needs  as recommended by Chirwa, (2002). Literature exhibits that finances can reduce poverty by fostering economic growth over a long term. Despite the initiatives by many organizations to provide microfinance services in developing countries, these services are characterized to reach fewer poor people. In many countries surveyed in literature, moderate reduction in the poverty levels of borrowers has been witnessed. In some countries, outreach of microfinance is determined by costs of operations and sustainability. However, interest rates are seen as primary drivers of financial institutions’ financial performance. To compete in today’s’ environmental dynamics, microfinance institutions are argued to embrace institutional and financial innovations which are necessary in improving their financial profitability and sustainability (Lariviere and Martin, 1998).

Microfinance impact on impact on poverty alleviation has been witnessed in many parts of Tanzania and other developing countries. Factors such as access to credit and its size, affordable interest rates, capital structure, risk levels, regulations, have had influence to the effects of microfinance programs on education, household expenditure on food, medication, quality of living and investment. Furthermore, managerial competency in microfinance institutions is seen a necessary factor to financial performance. Managerial competency in microfinance characterizes power and a scope of authority associated with a certain person or body. It characterizes also the capacity, i.e. abilities to perform a certain activity, to have certain general and specific characteristics and skills, to be qualified in the given area. It is a set of specific knowledge, abilities and skills on financial matters. It further includes traits, motives, attitudes and values essential for the personal development and successful participation of each person in an organization. 

However, microfinance service provision in Tanzania has been taking place more through campaigns to start new MFIs at the expense of quality aspects of what an MFI should look like to achieve goals of poverty alleviation. More importantly, the empirical studies suggest a scarceness of research that focus on the welfare impact facing the MFIs’ in Iringa region in regard to the development and Operationalization of microfinance activities. The researcher sought investigating on this topic would possibly results to an understanding of the success and challenges thus proposing the possible intervention strategies in order to enhance the provision of microfinance services in the region. This study focused on access to credit, financial skills and knowledge and affordable interest rates as independent variables and welfare factors such as income growth, access to education and health care, job creation and acquisition of assets as dependant variables.  It was also assumed that bridging this research gap would necessitate the advancement of knowledge base regarding microfinance services, their development and Operationalization challenges. 














This chapter presents the research methods which guided the study and included research design, description of the population and sample size, the sampling techniques and procedures, data collection methods and instruments, data analysis methods, description of the variables and their measurements.

3.2	Research Design 
According to Ghauri, Gronhaug, and Kristianslund (2000), research design is the overall plan for relating the conceptual research problem to the relevant and doable empirical research. The researcher must handle in selecting an adequate research design for an empirical study to be undertaken. The design strategically depends on: the design problem and this perhaps may start with things like research questions, Problem structure and under this you may need to distinguish between three main classes of research design, namely:






Source: Ghauri, Gronhaug, and Kristianslund (2000:27) 
Furthermore, other issues under research design relate to the problem of “cause” and “effect”, this called for the importance of theory to show relationships. It involved using classical experiments or non-experiment such as having treatment and control groups, considering for validity threats by isolating and estimating effects of potential causes, other issues may include: cross sectional designs, time series, and one shot case study. Lastly other requirement for research design may include: measurability of variables, types of data-secondary or primary.  

As far as this study is concerned, it was conducted through a descriptive survey design. It was based on qualitative to a lesser degree and a quantitative as main study. 

3.3	 Study Population 
This study was carried out in Iringa region. The study population comprised 1100 individuals from the 32 SACCOS that form the Iringa Hope Joint SACCOS Enterprise Ltd and which had registered, paid up membership fees and had purchased shares under the association (Iringa Hope Joint SACCOS Enterprise Ltd, 2018).

3.4 	Sample Size 
The selected sample comprised individuals who are involved in getting loans through their respective primary cooperatives (i.e. SACCOS) from the apex joint SACCOS in Iringa region. Mugenda and Mugenda (1999) as cited in Fisher et al (1983) who recommend that if the study population is less than 10, 000, the following formula has to be recommended for a desired sample size: nf = N/ (1+N(0.5^3)) 
Where nf = desired sample size (when population is less than 10,000) 
n = desired sample size (when population is more than 10,000) at 95% confidence level 
N = the estimate of the population size 
The study had a population of 1100, therefore N = 1100,        n = 384 
nf = 1100/(1+1100(0.5^3)) = 3.94, Then n = N*nf = 1100*3.94 = 140, plus number of other stakeholders 30
Therefore, the sample consisted of 170 respondents randomly selected from a list of registered SACCOS in Iringa region. 

3.5 	Sampling Techniques  
The sampling technique and procedure used based on simple random sampling principles where individuals were randomly sampled from the study population of Iringa Hope Joint SACCOS Enterprise Ltd. The respondents were randomly selected by use of probabilistic sampling where every individual had an equal chance of being selected and with similar economic characteristics prior to the commencement of microfinance support through Iringa Hope Joint SACCOS Enterprise Ltd. The sampling of households took place in villages that operate the SACCOS. 

3.6 	Instruments for Data Collection 
Both primary and secondary data were collected.  Semi structured questionnaires were administered to both SACCOS’ leaders and individuals loaned by Iringa hope joint SACCOS Enterprise Ltd. 

3.7	 Validity and Reliability of Research instruments
With any type of measurement, two considerations are crucial in establishing credibility of research findings. The two major considerations are reliability and validity (Leedy, 1993; Khotari, 2004). Reliability is a consideration which deals with the accuracy of instruments. It refers to the questions of whether an instrument used in measuring can produce the same results if it is well used by different researchers. Validity is concerned with the soundness and the effectiveness of the instruments used in measurement. It indicates the degree to which the instrument is supposed to measure and is an important indicator to data control (Ndunguru, 2007). Validity of research findings is ensured if adequate statistical control measures are in place to produce accurate data. Ndunguru (2007: 90-91) has further outlined questions in assessing research validity measures, they include:
i.	Does the index or instrument measure the research the research characteristics adequately with a wide range of possibilities in a balanced way?
ii.	Is there, any correlation between what the index predicts with actions of say respondents?
iii.	Is there any correlation between what the index says and what the behavior is
iv.	Is there any correlation between the index and other network of the indices that are measuring the same concepts?
Therefore, in this study, the instruments used to the problem under study were subjected to content validity. It involved ensuring that questions in the instruments covered the scope and conveyed the intended meaning to the respondents. The instruments used in the study were translated in Kiswahili and pretested at Pommern SACCOS that among the areas that benefit from the credit programme. Expert opinions of the supervisor were also used to improve the questionnaire and interview guide. 
3.8 	Data Analysis 
Data analysis in this study included both qualitative (to a lesser degree) and quantitative (to a larger degree) methods. Quantitative data was analyzed using descriptive statistics which was used to describe the basic features of the data in the study in the tendencies and then replicated in tabular manner. It involved use of percentages and frequencies. Pearson’s correlation was used to establish associations between variables of the study. Presentation of data was done in the form of frequency tables and pie charts The qualitative technique on the other hand employed the content analysis to investigate open-ended responses to questions. Conclusions from inferential statistics were extended beyond the immediate data alone to the relationships that establish themes and conclusions that were arrived at further strengthening the quantitative data.

This model of analysis examined the simultaneous effects of the independent variables on a dependent variable. Qualitative data results were analyzed according to the emerging themes looking for patterns across groups and key differences or unexpected findings. Results were underscored by illustrative quotes that convey the depth and texture of responses. Descriptive statistics and regression models were used in quantitative data analysis.

3.9 	Variables and their Measurements 
Provision of loans to SACCOS’ members: This is defined as a short-term unsecured loan, regardless of whether repayment of loans is linked to a borrower's income. The loans are referred to as small loans as they attract a small interest rate. This is measured as the amount of money that has been advanced to individual SACCOS’ members as loans at that time. Regular saving deposit to SACCOs: Regular savings are the amounts of money that the individual SACCOS member deposits at the Iringa Hope Joint SACCOS.

These already have accounts which offer small interest rates. With a regular savings account, a member commits to paying in a certain amount each month. This normally is measured as the amount of money that has been deposited by the SACCOS to the Iringa Hope Joint SACCOS as per at that time. Provision of capacity building services (managerial competency) to members: These are services offered by Iringa Hope Joint SACCOS and other stakeholders such as the Microfinance Institute of the University of Iringa, respective districts’ cooperative departments and Tanzania cooperatives development commission that makes investment recommendations or conducts securities analysis through direct management of client assets or via written documents or publications. This was measured as the number of primary SACCOS’ members who receive any kind of training and investment advisory services. Uplifted households’ lives: Income is consumption and savings opportunity gained by beneficiaries within a specified timeframe, which is generally expressed in monetary terms. However, for households and individuals, it is the sum of all the wages, salaries, profits interests’ payments and benefits such as access to education, health, quality food and homes received in a given period of time. Increase in the above benefits is what we refer to as improved households’ lives.

3.10 	Ethical Considerations   









4.0	 PRESENTATION OF FINDINGS
4.1	 Introduction
This chapter describes the findings of the study. The main objective of the research was to examine the impact of Iringa Hope Joint SACCOS (IHJS) programme on household welfare of its beneficiaries. The study also examined the contributions of small loans made by Iringa Hope Joint SACCOS towards improving households welfare in Iringa region, explored the role of regular savings deposits made by households towards accessing loans from Iringa Hope Joint SACCOS and identified the effects of training/advisory and managerial services provided by Iringa Hope Joint SACCOS towards impact on sustainability of the programme.
This section contains back-ground information of the respondents and the research results revealed according to the objectives of study.

4.2 	Characteristics of respondents
This section discusses the socio-economic and demographic characteristics of the study population. The distribution of respondents by socio economic and demographic characteristics is also presented.







The findings on the table above imply that, out of 170 respondents interviewed 87(51.2%) of respondents were male while 83(48.8%) were female. Results therefore portray that the number of male and female respondents was nearly the same.

























4.2.3	 Educational level of respondents
Education is always valued as a means of liberation from ignorance; it is the only principle mechanism of developing human skills and knowledge. The study revealed that 63(37.1%) of respondents had obtained University education, 38(22.4%) had acquired “O” Level, 37(21.2%) had obtained primary education, 18(10.6%) had acquired “A’ Level and 14(8.2%) had acquired college education. 







4.2.4 Respondents Marital Status
The study findings revealed that 95(55.9%) of the respondents interviewed were married and 75(44.1%) were single.










4.3 	Contributions of small loans made by IHJS towards improving households’ welfare
4.3.1 	Improvement of living standards of the family
Out of the 170 respondents, 85(50.0%) respondents strongly agreed that loans from Iringa Hope Joint SACCOS contribute to the improvement of family living standard, 58(34.1) agreed about the subject matter.










4.3.2 Financial position at family level
The findings of this study contented that about 142(83.6%) of the interviewed on the subject matter, responded that the loans issued by Iringa Hope Joint SACCOS are satisfactory which leads to enhancement of family financial position where by out of that 89(52.4%) agreed strongly and 53(31.2%) agreed about the subject matter. This result indicated that, members are well served due to the conducive and genuine service provided by SACCOS.

Table 4.7: Access to health care
		Frequency	Percent




	Strongly disagree	  18	10.6
	Total	  170	100.0

4.3.3 Health care accessibility to the family members
The Iringa Hope Joint SACCOS has excellently succeeded in implementing loan procedures to its members. The services have indeed simplified the money transaction by members beyond the limit of time and space which accelerated family to be able to improve ability of accessing health care in acceptable manner. This has been proved by the 74(43.5%) of the interviewed respondents whereby 33(19.4%) strongly agreed and 41(24.1%) agreed about the subject matter. 
Table 4.8: The interest rate of the loan is reasonable
		Frequency	                  Percent
	Strongly agree	53	                                             31.2
	Agree	56	                                             32.9
	Neutral	23	                                              13.5
	Disagree	26	                                              15.3
	Strongly disagree	12	                                                7.1
	Total	170	                                            100.0
4.4 	Roles of regular savings deposits towards accessing loans from IHJS
4.4.1	 Regular savings towards reasonable Interest rate
Iringa Hope Joint SACCOS services have proved to be so friendly to its members since members do easily manage saving without difficulties which parallel to its reasonable interest rate as the results leads to members to access loans in a acceptable manner. Also the SACCOS have managed to control the interest rate so that members do not get exhausted during accessing loans. Furthermore the SACCOS has simplified the Loan provision system to its members due to high level of savings a thing that pleases the customers which shows a great achievement. This fact has been verified by the 109(64.1%) of respondents to this research whereby 53(31.2%) strongly agreed and 56(32.9%) agreed about the subject matter.










4.5 	Effects of training and managerial services provided by IHJS towards sustainability of the programme
4.5.1 Capacity building towards running business professionally
The result shows that 74(43.5%) of the respondent interviewed said that the regular savings contributes to successful loan services in good condition. So this indicates that the issue of members’ savings contributes directly to the loan satisfaction. 







	Total	170                                	100.0                              

4.4.2	 Regular saving towards procedure of loan assessment 
The IHJS with its concern are oriented to be ready to help the customers willingly through training about business issues. This is what credits the IHJS to be the SACCOS that dedicates to care for its customers. Out of 170 interviewed respondents, 87(51.2%) strongly asserted that IJHS staffs are empathetically willing to help their members in terms of knowledge. Members-focused businesses or service organizations work to improve their bottom line whether market share, profits, or mandated performance measures due to loans and training provided. 

Table 4.11: Role in decision making has increased at family level
		Frequency	Percent





4.5.2 	Decision making family level due to training
The IHJS is having qualified staffs with relevant SACCO’s knowledge which provide training to members as the result decision making family wise about loans in enhanced significantly as a results its sustainability is not questionable. The proper knowledge of the IHJS staffs enables them to encounter modern challenges in terms of services provision and enabling good environment of offering training to its customers regularly. This has been proved by 143(84.1%) of the customers who were interviewed in this finding.









Number of loans – SACCOS Capital	205615.3	51196.88	4.016168	0.000335

4.6 	Analysis of IHJS capital in relation to number of loans provided




5.0 DISCUSSION OF FINDINGS
5.1 	Introduction
The findings from this study suggest IHJS have a greater impact to the household’s welfare which includes both economically and socially. The argument about this connotation is presented below;

5.2	 Participants  
The distributions of participants by age were 18-20 3(1.8%), 21-25 10(5.9%), 26-30 11(6.5%), 31-35 80(47%) and 36 and above years of age 66(38.8%). Majority of respondents completed form four education, 84.6% were male while 74% were females. At the same time there were 87(51.2%) male and 83(48.8%) females. The distribution of sampled by education were University level 63(37.1%), “O” Level 38(22.4%), primary education 37(21.2%), “A’ Level 18(10.6%) and college education 14(8.2%). 

5.3 	Discussion of Study Results
5.3.1 	The contribution of small loans towards improving household welfare  
The findings indicate that loans issued by IHJS are satisfactory which leads to enhancement of family financial position this is because members are well served due to the conducive and genuine service provided by SACCOS. The study also revealed that IHJS succeeded in implementing loan procedures to its members and services have indeed simplified the money transaction beyond the limit of time and space which accelerated family to be able to improve ability of accessing health care.
The study is in line with Beck, Demirgüç-Kunt, and Honohan, (2009) who contended that economic growth is considered vital for reducing poverty and can be expected to lift the welfare of most households over a long term. According to Mariusz and Katarzyna, (2016), finance inﬂuences not only the efficiency of resource allocation throughout the economy but also the comparative economic opportunities of individuals from relatively rich or poor households. Also Chipangura and Kaseke, (2012), revealed that consequently, the microfinance revolution has enhanced poor people in small enterprises to generate income, enhance their economic growth and improve their households. Furthermore, Anyelwisye (2007) found that micro credits have impacted the activities and lives of beneficiaries in several positive ways as follows such as owning valuable assets, household expenditure on basic needs, incomes from farm and off-farm activities, and house ownership, toilets and utilities. 
 
5.3.2 	The contribution of regular savings deposits towards household welfare
In this study it was revealed that IHJS have proved to be friendly to its members since members manage saving without difficulties which is in line to its reasonable interest rate as the results leads to members to access loans in a acceptable manner. Also the SACCOS have managed to control the interest rate so that members do not get exhausted during accessing loans. Furthermore the findings contented that, the IHJS simplified the loan provision to its members due to high level of savings which pleases the customers and shows a great achievement, so this indicates that the issue of members’ savings contributes directly to the loan satisfaction.
The study is supported by Ferka (2011) who pointed out that, MFIs had contributed to large extend an increased access to credit and savings mobilization. This helped member’s ability to improve their petty trading, income growth, and subsequently led to good health and education for their families, acquisition of assets and taking part in household decision making. According to Qin and Ndiege (2013), found out that savings are much important in fostering economic growth as compared to credits/loans.

5.4	 The effects of advisory and managerial services provided towards impact  on sustainability of SACCOS
The findings of this study contented that IHJ are oriented to be ready to help the customers willingly through training about business issues and this is what credits the IHJS to be the SACCOS that dedicates to care for its customers. Also IJHS staffs are empathetically willing to help their members in terms of advisory and managerial services. 

Furthermore, the study results revealed that IHJS is having qualified staffs with relevant  knowledge which provide training and advisory to members as the result decision making family wise about loans in enhanced significantly as a results its sustainability of SACCOS is not questionable. The proper knowledge of the IHJS staffs enables them to encounter modern challenges in terms of services provision and enabling good environment of offering training to its customers regularly.

The study is in line with Ssekakubo, Ndiwalana, and Lwanga (2014) who revealed that there is a positive relationship between managerial competency and financial performance and corporate governance and managerial competence in the financial performance of the Savings, Credit and Cooperative Societies which enhance the performance of micro finance.
CHAPTER SIX
6.0 SUMMARY CONCLUSIONS AND RECOMMENDATIONS

6.1 	Introduction 	
Chapter six presents summary of the study, conclusions and recommendations made by the researcher on actions to be taken and recommendations for further research. It includes its conclusion and recommendations. 

 6.2	 Summary of the Findings 
The findings of this study revealed that factors such as capacity building, decision making at family level, and employment opportunities contributed to improvement of members’ welfare. Findings indicated that access to finance could have been helpful to generated income had been supported by SACCOS. The study also revealed that growth on household income, reasonableness of interest rate on loans and increase in household saving contributed to household welfare.  On the other hand, the study revealed a better access to health care by family members following the increase in profitability from the economic activities being undertaken. In the same way, capacity building or knowledge assistance received by members from the Iringa Hope Joint SACCOS were found to be helpful in supporting members to run their businesses professionally.

6.3	 Conclusions 
From the base of the findings of this study, the following conclusions were made; Iringa Hope Joint SACCOS households’ welfare in Iringa region is improving due to household income, decision making and capacity building that influences regular savings deposit by members. Furthermore, employment increases due to SACCOS’s contribution and SACCOS becomes sustainable as income increases.

6.4	 Recommendation 
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Appendix ‘A’       
QUESTIONAIRE FOR BENEFICIARIES OF IHJS 
 I am studying Master of Arts in Monitoring and Evaluation (MA-M&E) at the Open University of Tanzania. I have designed a field questionnaire for beneficiaries and non beneficiaries of Iringa Hope Joint SACCOS Ltd (IHJS Ltd) for the study on the impact of Microfinance services offered by IHJS Ltd to its members in Iringa region.
I would highly appreciate if you fill this questionnaire. It will take around 10 t0 `15 minutes. I expect ypur kind collaboration in this very important task.
Regards
Enock Stanley Ugulumu 

A. RESPONDENTS’ INFORMATION 
 1. Client’s Name: …………………………………………………………………… 
 2. Sex:      Male [    ]      Female [     ]           
 3. Age 18 to 20years [    ] 21 to 25years [    ] 26 to 30years [   ] 31 to 35years [    ] 35years and above [     ] 
4. Marital Status (1) Single   [    ]    (2) Married [   ]    (3) Divorced/Separated [   ] (4) Others [   ] 
 5. Educational background (1) illiterate [   ]   (2) Primary [  ] (3) O’Level  [  ] (4) A’ level[   ] (5) (6) University [   ] (7) Others specify………………………………… 
6. How did you know about your SACCOS)?  From a: (1) friend [  ]   (2) Customer [  ] (3) Relative [  ] (4) Advertisements/promotions [   ] 
 7. Which of these products attracted you to join the MFI? (1)  Savings [     ] (2) Credit [   ] (3) Insurance [   ] (4) Payment Services [     ]  (5) none [ ]
B. LOAN ACQUISITION   
8. Have you received credit from the above mentioned SACCOS? (a)Yes [  ]   (b) No [   ] 
 9. If yes how long have you been a member of the SACCOS? (a) 1month -1year [    ] (b) 1year- 2years [    ] (c) 2years – 3years (d) More than three years [    ] 
 10. If you did not apply for the loan how did you finance your activities?............................................................................................................................................................................................................................................
 11. How long did it take for you to receive your first loan from MFI?  (1) 1month – 3months [   ] (2) 4months -6months [    ] (3) 7months – 9months [    ] (4) 10months – 12months [    ] (5) 12months and above 
 12. What was the purpose of the loan? (1) To start a business [   ]  (2) To expand existing business [ ] (3) others, please specify…………………………………… [ ]
 13. Which of these basic requirements did you have to satisfy before the loan was given to you? (1) Physical collateral [   ] (2) Social collateral [   ] (3) Savings [   ] (4) Guarantors [   ] (5) Others, please specify………………………………………………………………… 
  14. How much did you apply for in the first credit application? (1) TZS 50,000 [    ] (2) TZS 51,000 to TZS 100,000 [    ] (3) TZS 101,000 to TZS 200,000 [   ] (4) TZS 201, 000 to 300,000 [   ] (5) TZS 301,000 & above [  ] 
 15. How much were you granted in your first credit from the MFI? …………………………………. 
 16. Were you able to repay the loan on schedule? (1) Yes [    ] (2) No [    ] 
 17. If No what was the reason for your failure to honour the loan on time? …………… ……………
 18. What was the effect of your failure to repay the loan on time? ……………………….. 
 19. If Yes did it automatically lead to another loan from the MFI (1) Yes [    ] (2) No [   ] 
 20. How much did you apply on the second loan application? …………………………….
 21. How much were you granted in your second credit from the MFI? ……………………….. 
 22. How many times have you received credit from the MFI?  (1) Once [    ] (2) Twice [    ] (3) Three times [   ] (4) More than three times [    ] 
 C. SAVINGS 
23. Do you have voluntary savings with the SACCOS? (1) Yes [   ] (2) No [    ] 
 24 How often do you deposit cash into your account? (1) Daily [    ]   (2) Weekly [    ] (3) Bi-Weekly [     ] (4) Monthly [    ] (5) Others …………………………………………….. 
 25. Do you earn interest on the savings? (1) Yes [    ] (2) No [   ] 
 26. If yes, is it a motivational factor for your continuous deposit with the bank? (1) Yes [    ] (2) No [     ] 
 27. If „NO‟ what other factor(s) motivates your savings? 

…………………………………. 
D. LIVELIHOOD  
 29. Have you made recently improvements to your property (ies)  (1) Yes [   ] (2) No [    ] 
 30.  If „yes‟ what is the property acquired? Please tick as many as provided below;i. constructed a house [    ] ii.increased purchase of inputs for my business [    ] iii.Bought a cow [    ] iv. Bought a shamba [   ] v. Renovated building [   ] vi. Others [   ] please specify………………………………………………………………. 
 31. Has there been any improvement in the performance of your business? (1) Yes [   ] (2) No [    ] 32. If „Yes‟ what is the range of your profit per week now? ............................................... 
 33. What was your range of profit before taking part in the SACCOS? ………………. 
 34. What is your profit per month now?....................................................................... 
35. What was your profit per month before joining SACCOS? ...............................................
 36. How would you assess your weekly and monthly income? (1) Has increased [    ] (2) Remain same [    ] (3) Has decreased 
 37. Were you able to send your children to school before joining the SACCOS? (1) Yes [  ] (2) No [   ] 
 38. If „yes‟ what was your source of funding?  ……………………………………………………………………………….………… 
 39. If „No‟ what is the situation after joining the SACCOS?  ……………………………………………………………………………………..……… 
 40. Did you register for the National Health Insurance Scheme before joining the SACCOS? (1) Yes [  ] (2) No [  ] 
 41. If „No‟ what did you do to manage your health problems eg sickness (1) Buy from the local drug sellers [   ] (2) From local Herbs [   ] (3) Borrow money to buy drug [   ] (4) Others………………………………………………………………………………… 
 42. Have you registered with the National Health Insurance Scheme after joining the SACCOS? (1) Yes [    ] (2) No [    ] 
 43. How do you deal with health problems after joining the SACCOS? (1) I go to the NHIS‟s public hospitals [  ] (2) I sold out a household asset to get money [   ] (3) I use my savings [   ] (4) I use part of my credit from the SACCOS [  ] (5) Ask for a credit to informal agent (family, friend and moneylender) [  ] (6) I ask money from my relatives living abroad [   ] 
 44. How was the General health status of your family before joining SACCOS? (1) Very good [   ] (2) Good [   ] (3) Regular [   ] (4) Bad [    ] 
45. How is the General health status of your family after joining the SACCOS? (1) Very good [   ] (2) Good [   ] (3) Regular [   ] (4) Bad [    ] 
 46. Were you consulted in making household decisions before joining the SACCOS? (1) Yes [   ] (2) No [   ] 
 47. If „No‟ what could be the reason(s) for your non- involvement in household decision making? .............................................................................................................................................. 
48. If „yes‟ state the reason(s) ……………………………………………………………………………………………… 
49. Where you consulted in making household decisions after joining the SACCOS? (1) Yes[   ] (2) No [   ] 
50. The following table indicates the degree of satisfaction on scale of 1-4 of the household or a SACCOS’ member after receiving loan from SACCOS and non members. Please circle the number which accurately reflects your opinion. “1” represents the lowest level of satisfaction or high disagreement. “4” represents the highest level of satisfaction or high agreement.
Descriptions	Opinions
The interest rate of the loan is reasonable	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
The procedures to obtain loan from SACCOS is easier than commercial banks	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
The household income has increased	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
The Household saving has increased	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
There is better access to education by family members	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
There is better access to health care by family members	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
There is better financial position at family level	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
Role in decision making has increased at family level	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
Capacity building/knowledge assistance received from IHJS Ltd has been helpful to run business professionally	Strongly disagree………………………..Strongly agree1               2                         3                 4                    
Employment opportunities have increased	Strongly disagree………………………..Strongly agree1               2                         3                 4                    




































	Access to Credit 
	Financial Skills & knowledge 
	Affordable interest 



